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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking Regarding

the Implementation of the Suspension of Rulemaking 02-01-011
Direct Access Pursuant to Assembly Bill (Filed January 9, 2002)
1X and Decision 01-09-060.

COMMENTS OF THE CALIFORNIA CLEAN DG COALITION
REGARDING OPINION GRANTING
PETITION FOR MODIFICATION OF DECISION 03-04-030:
OPINION ON COST RESPONSIBILITY SURCHARGE MECHANISMS
FOR CUSTOMER GENERATION DEPARTING LOAD

Pursuant to Rule 14.3 of the Rules of Practice and Procedure of the California Public
Utilities Commission (Commission or CPUC), the California Clean DG Coalition (CCDC) files
these Comments Regarding the Proposed Opinion Granting Petition for Modification of Decision
(D.) 03-04-030: Opinion on Cost Responsibility Surcharge Mechanisms for Customer
Generation Departing Load (Proposed Opinion).

1. Introduction.

CCDC is an ad hoc group interested in promoting the ability of distributed generation
system manufacturers, distributors, marketers and investors, and electric customers to deploy
DG.! CCDC has been an active participant with respect to the customer generation departing
load issues that have been addressed in R.02-01-011.

In its Petition for Modification of D.03-04-030, CCDC requests that the Commission
modify D.03-04-030 to increase the cost responsibility surcharge (CRS) exception eligibility
limit for small clean distributed generation (DG) systems to include those that are 5 megawatts

(MW) or less, with the exception applying to the total eligible capacity. CCDC’s request is

! CCDC is currently comprised of Capstone Turbine Corporation, Caterpillar, Inc., Chevron Energy

Solutions Company, Cummins, Inc., Cummins West, Inc., DE Solutions, Inc., Hawthorne Power Systems, Holt of
California, Johnson Matthey, Johnson Power Systems, Northern Power Systems, Peterson Power Systems, Quinn
Power Systems, RealEnergy, LLC, Simmax Energy, Solar Turbines Incorporated, Tecogen, Inc., and VRB Power
Systems Inc.

2 CCDC was previously known as the Joint Parties Interested in Distributed Generation/Distributed Energy
Resources.
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based on recent technological advances in the field of CHP systems, and anticipated
corresponding improvements in economies of scale.

The State of California has long supported DG and CCDC appreciates the work the
Commission has undertaken to encourage DG. By granting, in part, CCDC’s Petition for
Modification, the Commission takes a step toward reducing barriers to market entry for DG,
consistent with State and Commission policy calling for increased installation of clean DG,
including combined heat and power systems.

The Proposed Opinion grants CCDC’s Petition to Modify in part, authorizing a 1 MW
exception from CRS for all clean DG units not exceeding 5 MW in capacity. CCDC asks the
Commission to consider modifying the Proposed Opinion to grant a CRS exception for small
clean DG for the total unit size for systems not exceeding 5 MW in capacity. The small size of
these systems and the benefits of DG support a finding that such an exception will not result in a
“noticeable impact” on collections of the DWR Bond Charge and, therefore, will not shift costs
to other customers. If the Commission determines it appropriate to limit the CRS exception to 1
MW for all clean DG units not exceeding 5 MW in capacity, CCDC asks that the Commission
modify the Proposed Opinion to provide that the Commission will consider increasing the level
of the exception once the cost-benefit phase of the DG Rulemaking is complete (R.06-03-004).

2. An Increase in CRS Exception Eligibility for Small, Clean DG Systems 5 MW or Less
Will Not Shift Costs to Other Customers.

The Proposed Opinion correctly recognizes that technological advances have occurred
since D.03-04-030 was issued that have expanded the market reach of DG in the | MW to 5 MW
size range and have the potential to contribute to economies of scale. (Proposed Opinion, p. 6.).
The Proposed Opinion also correctly notes that increasing the size limit of DG projects eligible
for CRS exceptions to 5 MW is consistent with other DG incentives, including the Self-
Generation Incentive Program and the standby charge waivers enacted by SB 28. (Id.; Cal. Pub.
Util. Code §§ 353.1, 33.3, 353.13.)

The Proposed Opinion also states the concern that there is not sufficient “empirical
support to convince [the Commission] that extending the CRS beyond 1 MW” would not
“noticeably impact” collections of the DWR Bond Charge. (Proposed Opinion, p. 7.)
Additionally, the Proposed Opinion indicates that because the cost-benefit phase of the DG

Rulemaking is not complete, the Commission cannot determine the cost impacts of increasing
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the CRS exception beyond 1 MW. (Id.) While the Proposed Opinion increases the size limit of
DG projects eligible for the CRS exception to include those that do not exceed 5 MW, the
Proposed Opinion declines to increase the exception beyond 1 MW, “in the interests of avoiding
cost shifting and maintaining support for collection of DWR bond charges.” (/d.)

CCDC respectfully suggests that the Proposed Opinion’s concerns regarding cost shifting
are overstated. Current incentives, including the existing CRS exceptions, have not resulted in a
DG “gold rush.” Small DG load is de minimis compared to the IOUs’ total loads. Further, even
with the technological advances described in CCDC’s Petition to Modify, it cannot be assumed
that all new small DG installations will be 5 MW in size. They will likely occur in a range of
sizes, from less than 1 MW to 5 MW. It is also worth emphasizing that customers who install
DG typically also remain customers of the local IOU, which means they continue to pay
applicable CRS components in their IOU rates.

CCDC also observes that while the Proposed Opinion states that it interprets “any system
over 1 MW in size as constituting a ‘larger system’ that could noticeably impact the collection of
DWR bond charges” (Proposed Opinion, p. 7), it does not reconcile the inconsistency between
that statement and the Commission’s stated intent in D.03-04-030 to revisit exceptions from al/
CRS components for small clean DG over | MW (D.03-04-030, p. 46 and Conclusion of Law
7.). To resolve this inconsistency, CCDC submits the Proposed Opinion should clarify that clean
DG systems that do not exceed 5 MW are not “larger systems” for purposes of D.03-04-030 and
its implementation and, therefore, are exempt from CRS up to their total eligible capacity.

In order to accurately address the de minimis effect, if any, of small DG CRS exceptions
on DWR Bond Charge collections and the long-recognized benefits of small clean DG, and to
resolve the inconsistency described above, CCDC requests that the Proposed Opinion be revised
to grant a CRS exception for small clean DG for the total unit size for systems that do not exceed
5 MW in capacity.

3. Conclusion.

CCDC reiterates its appreciation for the Commission’s efforts to date to encourage and
support DG. As shown in CCDC’s Petition to Modify and acknowledged in the Proposed
Opinion, during the three years since D.03-04-030 was issued, developments in technologies
have occurred, which likely will result in economies of scale and which justify increasing the

CRS exception eligibility size limit for small clean DG. Increasing the CRS exception eligibility
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limit for small clean DG systems to include those that are 5 MW or less in size will not result in
cost shifting and will further the State’s goal of encouraging “the development of
environmentally-sound combined heat and power resources and distributed generation projects.”
(Energy Action Plan II, pp. 7-8 (September 21, 2005).)

The Proposed Opinion grants CCDC’s Petition to Modify in part, authorizing a 1 MW
exception from CRS for all clean DG units not exceeding 5 MW in capacity. CCDC asks the
Commission to modify the Proposed Opinion to grant a CRS exception for small clean DG for
the total unit size for units not exceeding 5 MW in capacity. The small size of these units and
the benefits of DG support a finding that such an exception will not result in a noticeable impact
on collections of the DWR Bond Charge and, therefore, will not shift costs to other customers. If
the Commission determines it appropriate to limit the CRS exception to 1 MW for all clean DG
units not exceeding 5 MW in capacity, CCDC asks that the Commission modify the Proposed
Opinion to provide that the Commission will consider increasing the level of the exception once

the cost-benefit phase of the DG Rulemaking is complete.

DATED: April 19, 2007 DAY CARTER & MURPHY LLP

By:_ /s/ Ann L. Trowbridge
Ann L. Trowbridge
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CERTIFICATE OF SERVICE

I hereby certify that I served a copy of the on COMMENTS OF THE CALIFORNIA CLEAN
DG COALITION REGARDING OPINION GRANTING PETITION FOR
MODIFICATION OF DECISION 03-04-030: OPINION ON COST RESPONSIBILITY
SURCHARGE MECHANISMS FOR CUSTOMER GENERATION DEPARTING LOAD
April 19, 2007, on all known parties to proceeding R.02-01-011 via electronic mail to those
whose addresses are available and via U.S. mail to those who do not have an electronic address.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct.

Dated this 19th day of April, 2007, at Sacramento, California.

/s/ Christine J. Lambos
CHRISTINE J. LAMBOS

VIA ELECTRONIC MAIL:

butzjh@apci.com; kmccrea@sablaw.com; wmogel@saul.com; khojasteh.davoodi@navy.mil;
jeff.e.gray@lowes.com; jimross@r-c-s-inc.com; mbrubaker@consultbai.com;
Andrew.dalton@valero.com; srusch@plainsxp.com; dhuard@manatt.com; rkeen@manatt.com;
cwilliamson@pbreitburn.com; npedersen@hanmor.com; jbloom@winston.com,;
ewheless@lacsd.org; SFarkas@ppcla.com; klatt@energyattorney.com;
douglass@energyattorney.com; janet.combs@sce.com; michael.backstrom@sce.com;
lviejo@astrumutilities.com; pszymanski@sempra.com; tcorr@sempraglobal.com;
wkeilani@semprautilities.com; jleslie@luce.com; llund@commerceenergy.com;
george.hanson(@ci.corona.ca.us; bjl@bry.com; jpmosher@aeraenergy.com; freedman@turn.org;
mflorio@turn.org; bfinkelstein@turn.org; jzr@cpuc.ca.gov; norman.furuta@navy.mil; ek@a-
klaw.com; nes@a-klaw.com; sdhilton@stoel.com; jrosenbaum@whitecase.com;
ahk4@pge.com; clpearce@duanemorris.com; mhindus@pillsburywinthrop.com;
pxo2@pge.com; epoole@adplaw.com; beragg@goodinmacbride.com;
hgolub@nixonpeabody.com; jsqueri@goodinmacbride.com; jarmstrong@gmssr.com;
Icottle@winston.com; mday(@gmssr.com; jguzman@nossaman.com; mmattes@nossaman.com;
jguzman@nossaman.com; edwardoneill@dwt.com; bobgex@dwt.com;
stevegreenwald@dwt.com; irene@igc.org; rmrlik@intertie.com; ssmyers(@att.net;
mrh2@pge.com; pvhl@pge.com; dbyers@landuselaw.com.; raj.pankhania@ci.hercules.ca.us;
andy.vanhorn@vhcenergy.com; cconklin@ussposco.com; ds1957@camail.sbc.com;
kowalewskia@calpine.com; phanschen@mofo.com; wbooth@booth-law.com;
mgomez 1 @bart.gov; maric.munn@ucop.edu; rschmidt@bartlewells.com;
tomb@crossborderenergy.com; jbradley@svlg.net; bmcc@meccarthylaw.com;

{00901659} 5



sberlin@mccarthylaw.com; jkaspar@stockport.com; chrism@mid.org;
jkoontz@calwaterlaw.com; brbarkovich@earthlink.net; bill@jbsenergy.com;
josephs@pplant.ucdavis.edu; cmkehrein@ems-ca.com; stuart@robertson-bryan.com;
kidow(@saccounty.net; abb@eslawfirm.com; billjulian@sbcglobal.net;
blaising@braunlegal.com; dcarroll@downeybrand.com; glw@eslawfirm.com,;
mdaponde@pillsburywinthrop.com; blaising@braunlegal.com; Imh@eslawfirm.com;
Imh@eslawfirm.com; kmills@cftbf.com; rliebert@cfbf.com;
atrowbridge(@daycartermurphy.com; mpa@a-klaw.com; roger.curtis@FDS.com;
energyhig@aol.com; rdennis@knowledgeinenergy.com; filings@hotmail.com;
kjsimonsen@ems-ca.com; andrew.cheung@lausd.net; cread@omm.com; gmeyer@pmcos.com;
ej_wright@oxy.com; bdelamer@capstoneturbine.com; case.admin@sce.com;
Jennifer.Shigekawa@sce.com; mike.montoya@sce.com; ehull@ci.chula-vista.ca.us;
vthompson@sempra.com; liddell@energyattorney.com; mshames@ucan.org;
centralfiles@semprautilities.com; gdixon@semprautilities.com; kmorton@sempra.com;
apeters@semprautilities.com; kjk@kjkammerer.com; jwmueller@attglobal.net;
heiertz@irwd.com; tmorgan@electric.com; jskillman@prodigy.net; rhoffman@anaheim.net;
hal@rwitz.net; sara@oakcreekenergy.com; mdjoseph@adamsbroadwell.com;
joe.como(@sfgov.org; wblattner@sempra.com; scasey@sfwater.org; mpatel@sidley.com;
rredlinger(@chevrontexaco.com; creq@pge.com; jmckinney@thelenreid.com;
Cem@newsdata.com; angela.kim@fticonsulting.com; rocky.ho@fticonsulting.com;
megmeal@aol.com; lisaweinzimer@sbcglobal.net; jim@prudens.com; cpuccases@pge.com,;
yxgd@pge.com; rfg2(@pge.com; rochmanm@spurr.org; gerspamer@mofo.com;
pthompson@summitblue.com; jpoole@realenergy.com; editorial@californiaenergycircuit.net;
JerryL(@abag.ca.gov; mrw@mrwassoc.com; cwootencohen@earthlink.net; chris@emeter.com;
rita@ritanortonconsulting.com; mary.tucker@sanjoseca.gov; joyw@mid.org;
rmccann@umich.edu; cpucrulings@navigantconsulting.com; jdalessi@navigantconsulting.com;
tcrooks@navigantconsulting.com; scott.tomashefsky@ncpa.com; Iwhouse@innercite.com;
dgeis@dolphingroup.org; kdw@woodruff-expert-services.com,;
lawrence.lingbloom@sen.ca.gov; rroth@smud.org; jbaker@daycartermurphy.com;
karen@klindh.com; Ipeters@pacifier.com; rfp@eesconsulting.com;
running@eesconsulting.com; ayk@cpuc.ca.gov; agc@cpuc.ca.gov; los@cpuc.ca.gov;
ctd@cpuc.ca.gov; cjb@cpuc.ca.gov; dmg@cpuc.ca.gov; bsl@cpuc.ca.gov; dlf@cpuc.ca.gov;
yee@cpuc.ca.gov; jab@cpuc.ca.gov; jms@cpuc.ca.gov; jf2@cpuc.ca.gov; kms@cpuc.ca.gov;
kdw@cpuc.ca.gov; kpc@cpuc.ca.gov; llk@cpuc.ca.gov; Imi@cpuc.ca.gov; mxh@cpuc.ca.gov;
mts@cpuc.ca.gov; omv(@cpuc.ca.gov; psd@cpuc.ca.gov; paj@cpuc.ca.gov; pgh@cpuc.ca.gov;
gig@cpuc.ca.gov; scr@cpuc.ca.gov; trp@cpuc.ca.gov; JIMcMahon@navigantconsulting.com,;
aulmer@water.ca.gov; kgriffin@energy.state.ca.us; ldecarlo@energy.state.ca.us;
mjaske(@energy.state.ca.us; ttutt@energy.state.ca.us; ntronaas@energy.state.ca.us;
jgeorge(@water.ca.gov; jpacheco@water.ca.gov

VIA U.S. MAIL:

DAVE DIETRICH
DAVIS ENERGY GROUP
123 C STREET
DAVIS, CA 95616
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PETE GARRIS

CALIFORNIA DEPARTMENT OF WATER RESOURCES
3310 EL CAMINO AVENUE, SUITE 100
SACRAMENTO, CA 95821
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